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For presentation to the Shareholders at the 
Annual General Meeting to be held at the Head 
Office, 1790 Canal St., Montreal, on Tuesday, 
March 28th, 1967. 


TO THEsSHARER OPE RS 


Your Directors are pleased to phesent herewith the 
55th Annual Report and the Financial Statements 
covering operations for the 12 moths ended Decem- 
ber 31st, 1966, which have beer certified by the 
company’s Auditors, Messrs. Riddéll, Stead, Graham 
& Hutchison. 


SALES. Our 1966 sales of $10,498,077. showed 
an increase over the previous and, although 
we did not attain the one million dollar increase that 
had been budgeted for, the first si¢ months produced 
satisfactory sales increases and profits. Disrupting 
strikes in our yarn suppliers’ plants, dock strikes, and 
less than normal orders from the manufacturing trade 


in the Fall months all contributed Ito our not reaching 
the sales goal. | 


PROPERTY AND EQUIPMENT. As reported to 
you in prior years the replacement value of our 
property exceeds the value as shpwn on our books 
to a considerable extent. Presently our property and 
equipment is insured on a replacement basis which 


substantially exceeds the book values. 


illion dollars in 
equipment. This 
nt production and 
}modernizing our 


four unit costs. In 
equipment were 


We have spent more than one | 
the past few years on our plants an| 
is giving us greater and more efficieé 
we are continually adding and 
manufacturing facilities to reduce 
1966 our net purchases of capita 
$234,735., which included all braiding equipment of 
The H. V. Cowie Limited of Toronto which were 
moved to our Coaticook Plant, new high speed twister 
and re-draw equipment for our /Ihread Mill in St. 
Johns, Quebec. 
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DIRE CROOKS 


PRODUCTION AND COSTS. During the year 
and particularly in the latter months, increases in the 
cost of yarns, dyestuffs, packaging materials, trans- 
portation, labour, administration and selling costs, 
all increased at a greater rate than our production 
savings. Supplying as we do the automotive, whole- 
sale, retail, chain stores and manufacturing trade from 
coast-to-coast with thousands of products, including 
threads, tapes, braids, woven and braided elastics, 
ribbons, hosiery and sweaters, changes in ORE prices 
result in additional costs to the consumer. | 


Our Management felt we should resist ae any 
price changes in the hope that these costs would 
stabilize. Our sales to the retailers of hosiery, sweaters, 
ribbons, tapes, braids, thread, elastics and shoe laces, 
represent a large portion of our volume and we sell 
on a sales tax included basis. The December Federal 
Budget changed the sales tax from 11% to 12% and 
caused a further cut in our profits. We jcould have 
changed our prices to the retailers immediately but 
they would have had to bear the additional cost and 
our Management decided to maintain the) prices and 
change them, where necessary, in Spring 1967. By 
April these changes will have taken pla¢e and our 
profit margin should return to a proper) level. We 
have every reason to believe that sales for 1967 will 
continue to increase and should produce 4 profit for 
our shareholders which will show a more} reasonable 
return on their capital investment. 


FINANCE. The tight money situation that devel- 
oped in our country has caused difficulties for many 
of our customers. Payments of accounts to us are not 
as prompt as in other years and many expansions 
contemplated by our customers have been deferred. 
Our own company was fortunate to have done their 
financing in June 1965 at a rate of interest slightly 
under 6%. With our bank credit we will have no 
difficulty in financing our more costly and larger 
inventories which we have to maintain to service our 
thousands of customers. 


THOUSANDS OF DOLLARS 


NET EARNINGS 


RETAINED 
EARNINGS 


Every year the number of shareholders among our 
customers, suppliers and employees has been increasing 
and we hope their number will continue to grow, as 
each group has a vital interest in our maintaining a 
successful profitable operation. 


DIVIDENDS AND EARNINGS. Common Share 
earnings for the past year were $1.33 as compared 
with $1.10 in the previous year. 


The graph showing per share earnings and dividends 
indicate the progress that has been made during the 
past five years. Dividends have been increased to the 
present rate of 70¢ per annum on common stock and 
regular dividends of 70¢ per annum were paid on the 
Preferred Shares. 1,225 shares of the Preferred Stock 
were purchased and cancelled during the year. This 
left 73,775 shares outstanding at the year end and 
during the month of January a further 170 shares 
were purchased and cancelled. 


On June Ist, 1966, the first $100,000. of the 534% 
Series Debentures were redeemed and the $100,000. 
to be redeemed this coming June shows in our Current 
Liabilities. 

INCOME TAXES. You will note that the financial 
statements show a net recovery of income taxes in the 
amount of $18,944. This is brought about by the 
combined effect of depreciation allowed for tax 
purposes in excess of depreciation as charged in these 
accounts, together with a tax credit arising in a 
subsidiary. 

As reported to you previously, the companies have 
available various deductions to offset future taxable 
income and these will help to minimize our liability 
for income taxes for a number of years to come. In 
one of our subsidiaries, available taxable income in 
excess of $400,000. could be offset in this manner 
over the next five years. 


EARNINGS PER SHARE oc 
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ADJUSTED FOR STOCK SUBDIVISION AND STOCK DIVIDEND. 
BASED ON 200,289 SHARES PRESENTLY OUTSTANDING, 


At the end of this year Mr. L. B. Ramsey, former 
President and Chairman of the Board, retired as a 
Director. Mr. Ramsey joined our company in 1919 
and was active in its management until 1960. While 
Chairman of the Board he appraised all our plants 
and equipment which enabled us to continue our 
modernization programme. 


Mr. L. B. Ramsey was replaced on the Board by 
Mr. H. Arnold Steinberg, the Vice-President and 
Treasurer of Steinberg’s Limited. 


We wish again to take this opportunity of com- 
plimenting our staff who have helped so much in 
making possible this record year for the company. 


Submitted on behalf of the Directors, 


\ x QA a i ee 


President 


Perot eleS 


CURRENT ASSETS 


Cash er 

Marketable securities at cost . . 
(Market value ae 656 in 1966 and | $27, 238 
in 1965) 

Accounts receivable 

Inventories at lower of cost 

or net realizable value 

Raw materials . 

Work in progress and ranieacreeie yyy : 

Finished goods . 


Prepaid insurance, taxes, etc. . 


PROPERTY ACCOUNTS — (Note 1) 


Land mT: 
Buildings, mecucieny am Sent 
Less: accumulated depreciation 


CONSOLIDATED 


1966 


$ 598,094 


1,421,452 


1,577,813 


6,745,336 


4,229,323 


OTHER ASSETS — At cost less amounts written off 


Coaticook power contract . 
Deferred maintenance charges, etc. . 
Goodwill and trademarks . 


Approved on behalf of the board: 
SENATOR LOUIS P. BEAUBIEN, director 
J. N. COLE, director 


23,748 
25,000 


1,787,118 


3,597,359 
53,111 


5,486,336 


62,475 


2,516,013 
2,578,488 


22,313 
73,466 
3,135 


98,914 


$8,163,738 


1965 


$ 546,000 


1,229,636 


1,632,224 


6,510,600 


4,043,178 


AND SUBSIDIARY 
BALANCE SHEET 


28,858 
30,486 


1,541,105 


3,407,860 
68,259 


5,076,568 


62,475 


2,467,422 
2,529,897 


24,563 
47,575 
3,135 


75,273 


$7,681,738 


Corlicl 


LIMITED 


COMPANIES 
Ao AT 3ist DECEMBER 1966 


LIABILITIES 


CURRENT LIABILITIES 


Bank indebtedness : 
Accounts payable and peeaed fabiliaes : 
Income taxes payable . 

Dividends payable . 

Bond interest payable : 
Long term debt — current maturity . 


LONG TERM DEBT— (Note 2) 
Secured debentures series A — 
53/4,9 Serial debentures maturing 


June 1, 1967 to 1975 
Less due in 1967 — included above . 


6% Sinking fund debentures aes 
June 1, 1980 . oi oe 


MINORITY INTEREST IN SUBSIDIARY 


SHAREHOLDERS’ EQUITY 
CAPITAL STOCK — (Note 3) 


Preferred . 
Common . 


EXCESS OF APPRAISED VALUE OF FIXED ASSETS 
OVER COST (Note 1) . 


SURPLUS 


Contributed . 
Earned 


The attached notes are an integral part of these financial statements, 


1966 
$ 814,226 
740,916 
48,997 
11,813 
100,000 
1,715,952 
$ 900,000 
100,000 800,000 
1,500,000 
2,300,000 
293 
737,750 
___ 898,506 
1,636,256 
28,155 
91,808 
2,391,274 4,147,493 
$8,163,738 


1965 
$ 344,853 
701,077 
21,137 
43,168 
12,292 
100,000 
1,222,527 
$1,000,000 
__ 100,000 900,000 
1,500,000 
2,400,000 
254 
750,000 
898,506 
1,648,506 
28,155 
94,808 
2,287,488. 4,058,957 
$7,681,738 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 


FOR THE YEAR ENDED 31st DECEMBER 1966 


1966 

SALES $10,498,077 
Profit from operations before providing for the 

undetnoted items. ©. «<a 9%. 9 25% = = . $ 714,637 
Income from investments. . . . . ... - : 1,172 

715,809 

Depreciation (Notes 1&4). . . . . . >. « + $182,273 
Directors’ -fees.c <a.  ) Be eee: ee 73525 
Salaries of officer directors . . . . . «+. «6 . 82,263 
Interest on funded debt . . . . . «6 o-s—- >. 144,146 
Minority interest... 0) ss oplurenee oe ee 39 416,074 
Profit before income taxes... «© 6 6 © «© « 299,735 
Income taxes (Notes 4 and5) ....... . (18,944) 
Ned projit for the year’, 0 <.pa a ne ee $318,679 


CONSOLIDATED STATEMENT OF SURPLUS 
FOR THE YEAR ENDED 3Ist DECEMBER 1966 


CONTRIBUTED SURPLUS 1966 
Balance at beginning of year. . . . . . .. . $ 94,808 
Proceeds from sale of warrants. . . Ee ae — 
Deduct — Premium paid on preferred sures 
purchased for cancellation . . . .. . 3,000 
$ 91,808 


EARNED SURPLUS 


Balance at beginning of year. . . . .... $2,287,488 
Net profitfor the year; (@ se 318,679 
2,606,167 
Dividends declared — 
on preferred shares. 4° 29 5. Pea 5,928 
on. common'shares. 5) 3s.) = ae ee ee 195195 
187,123 


Debenture discount and expense. . . — 
Amortization of the excess of appraised eine of fixed 


assets over original cost (Note 1)... .. . 27,770 
Adjustment of prior year’s earnings. . . . . . . — 
214,893 
Balance at end of year (of which $32,640 in 1966 
and $20,390 in 1965 is set aside in accordance with 
section 61 of the Canada Corporations Act). . . $2,391,274 


The attached notes are an integral part of these financial statements, 


1965 
$10,094,172 
$ 640,634 
1,300 
641,934 
$172,342 
7,160 
71,504 
80,384 
37 331,427 
310,507 
37,000 


1965 
$ = 

99,932 

5,124 

$ 94,808 

$2,297,193 

273,507 

2,570,700 
$ 53,189 
110,120 
163,309 
83,796 
27,769 
8,338 

283,212 

$2,287,488 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS AS AT 31st, DECEMBER, 1966 


NOTE 1.— Property accounts are stated at cost except for fixed assets of a subsidiary company which are included therein at values 
resulting from an appraisal made as at December 31, 1964 by Canadian Appraisal Company Limited. In the consolidated 
financial statements the appraisal surplus resulting therefrom has been offset by the excess of acquisition cost of the 
eee in this subsidiary over underlying book values at date of acquisition, resulting in a net appraisal surplus of 

28-1555 


It is the intention of management to amortize the amount added to fixed assets by equal charges to earned surplus over 
a period of 20 years. 


An analysis of property accounts is as follows: 


1966 1965 
Accumulated Accumulated 
Asset Depreciation Asset Depreciation 
Land . ee Mee PP hy ee oe tn ee el Oe GATS $ — $ 62,475 $ — 
Buildings eee pore) en he AP a SG . 2,042,760 1,238,676 2,023,510 1,209,691 
Machinery and Equipment; 93°... << .. . « . « « 4,702,576 2,990,647 4,487,090 2,833,487 
$6,807,811 $4,229,323 $6,573,075 $4,043,178 


Depreciation is recorded generally on a reducing balance basis at half-income tax allowance rates. 


NOTE 2.— (1) Maturities and sinking fund requirements of long term debt are as follows: 
534% serial debentures — maturing $100,000 principal amount annually. 
6% sinking fund debentures — $100,000 principal amount annually to be retired by sinking fund 1975 to 1979 
inclusive with the balance payable at maturity. 


(2) Under the trust deed securing the above debentures the company has covenanted that subsequent to December 31, 
1964 it will not pay dividends (other than stock dividends), redeem or purchase for cancellation shares of its 
capital stock in an amount exceeding the aggregate of consolidated net income and proceeds of issues of capital 
stock since that date pius $100,000, providing such action does not reduce consolidated net current assets below 
$1,500,000. 


NOTE 3.— Capital Stock. 
AUTHORIZED — 


77.039 7% cumulative preferred shares of $10 par value each. 
350,000 common shares of no par value, consideration not to exceed $3,749,500. 


ISSUED AND FULLY PAID — 


Preferred Shares — Shares Amount 
CHutstaniainera ts DESMININe TOR SUCALT shen cuk bee aa.kfecyee catechins wlohe see ei Se cece 75,000 $750,000 
Rirchased tot cancelation «during yeat ccc ees conch eee eee 15225 12,250 
Clurceanicine Agere kav eAR Petit os jane eve sc asda ev eee AO ae en gee 73,715 $737,750 

Common Shares: (no. Change: during year) 2.650 ich cence 2. Pi wastnus sigan senor eaten eae 200,289 $898,506 


114,643 share subscription warrants are outstanding, each such warrant entitling the owner thereof to subscribe for one 
common share of the company at the following prices: 


$12.50 per share prior to the close of business December 1, 1968 


$15.00 per share thereafter and prior to the close of business June 1, 1971 
$17.50 per share thereafter and prior to the close of business December 1, 1973. 


NOTE 4.— The current year’s tax recovery of $18,944 results mainly from a tax loss cairy back in a subsidiary company. 


NOTE 5.— Income taxes of approximately $151,000 otherwise exigible on the net profit for the year, have been eliminated by virtue 
of the following to the extent shown below: 


Mak losses Ob DHOL VALS caged cpt tas oetee alee eee ee eee ee ete eee Oras $87,000 
Capital cost allowances to be claimed in excess of depreciation recorded in the accounts... 64,000 
$151,000 


The accumulated amount by which income taxes have been or will be reduced by claiming capital cost allowances in 
excess of depreciation recorded in the accounts of the companies to date is approximately $299,000, of which amount 
$128,000 represents income tax savings resulting from the claiming of accelerated capital cost allowances under tax 


incentive legislation. 


These reductions are applicable to those future periods in which the amounts that can be claimed for tax purposes may 
be less than the depreciation recorded in the accounts. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1966 


SOURCE OF FUNDS 1966 1965 
Net profit for the year . : $318,679 $ 273,507 
Non cash charges to operations — 
ae depreciation $182,273 $172,342 
— other 6,122 28,766 
188,395 $ 201,108 
Issue of debentures . . . . .. . ey ee eae — 2,500,000 
Proceeds from sale of warrants. . . . ... . _ 99,932 
Issue of common stock:. «  s068 =. © 40ce- — 16,973 
Addition to minority interest in subsidiary . . . . 39 a 
$507,113 $3,091,520 
APPLICATION OF FUNDS 
Addition to fixed assets (net) $234,736 $202,030 
Additions to other non-current assets . 25,891 $260,627 50,709 $ 252,739 
Repayment»of mottgager 5) apes ea — 22,000 
Redemption of preferred shares . : 15,250 25,514 
Payment current maturity long-term debt . ; 100,000 100,000 
Debenture discount and expense. . . . . . . « — 83,796 
Payment of dividends . © ~ = . = 5 a 5 = 6 187,123 163,309 
Reduction of minority interest in subsidiary. . . . — 680 
Amortization of the excess of appraisal value of 
fixed assets over cost. . . . .... 27,770 27,769 
$590,770 $675,807 
INCREASE (DECREASE) IN WORKING 
CAPITAL a: Poe ofa nce lal ee Meany $ (83,657) $2,415,713 


AUDITORS’ REPORT 


To The Shareholders 
Belding-Corticelli, Limited 


We have examined the accompanying consolidated financial statements of Belding-Corticelli, 


Limited and subsidiaries for the year ended December 31, 1966 comprising the consolidated balance 
sheet as at that date and the consolidated statements of profit and loss, surplus, and source and 
application of funds for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


As outlined in Note 1, amortization of the increment resulting from the appraisal of certain 


Dee has been charged to earned surplus instead of being charged against the net profit for 
the year. 


Except for the effect on net profit for the year of the matter referred to in the preceding 
paragraph, in our opinion the aforementioned statements present fairly the financial position of 
the companies as at December 31, 1966 and the results of their operations and the source and 
application of funds for the year then ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


March 3, 1967 
(Signed) 
RIDDELL, STEAD, GRAHAM & HUTCHISON 
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